Ownership of demand deposits by Edward P. Snyder
DEMAND DEPOSITS of individuals, part-
nerships, and corporations at insured com-
mercial banks declined $2.4 billion or some-
what more than 2 per cent in the year
ending January 29, 1958, according to
estimates based on the Federal Reserve
System's most recent Survey of Demand
Deposit Ownership. This was the first de-
cline in such deposits since the January 1949
Survey. It contrasts strongly with the rec-
ord peacetime growth of $5 billion or more
than 10 per cent in time deposits at these
banks during the recent 12-month period.
During most of 1957 demand deposit
growth was held in check by restrictive
monetary policy. Although this policy was
reversed in the latter part of the year, de-
mand deposits did not respond immediately
to the expansionary influences of the ensu-
ing monetary ease and actually declined on
a seasonally adjusted basis in late 1957
and January 1958.
Despite the reduction in volume of de-
mand deposits, the number of accounts held
by individuals, partnerships, and corpora-
tions increased about 3 per cent in the year
ending January 1958. This reflected largely
growth of 1.5 million in the number of ac-
counts of individuals.
OWNERSHIP GROUPS
All ownership groups except nonprofit or-
ganizations and noncorporate nonfinancial
businesses shared in the decline in demand
deposits, as Table 1 shows. Apart from the
NOTE.—This article was prepared by Edward P.
Snyder of the Board's Division of Research and
Statistics.
substantial declines in deposits of foreigners
and of trust departments of banks, which
are of limited significance, the only large
reduction during this period was in holdings
of financial businesses, particularly corpora-
tions. Declines in the holdings of other
groups were moderate. For noncorporate
nonfinancial businesses and nonprofit or-
ganizations, deposits rose 4 and 10 per cent,
respectively. Changes in number of ac-
counts also were moderate for most groups.
Although the decline in total demand de-
posits reflected the credit restraint in effect
during most of 1957 and the change in eco-
nomic climate toward the year-end, changes
in holdings of some groups appear attributa-
ble mainly to factors unique to their own
economic situations. For nonprofit organi-
zations the increase apparently represents a
continuation of the strong rising trend noted
in other years covered by the Survey. For
farm operators, on the other hand, the de-
clines in number of accounts and in deposit
holdings appear to reflect the persistent re-
duction in the number of farm units. In the
year ending January 1958, however, im-
provement in farm prices and income may
have moderated the decline in deposits of
farm operators.
The decline in personal deposits of in-
dividuals from January 1957 through Janu-
ary 1958 and the substantial increases in
savings deposits and savings and loan shares
in this period suggest that individuals shifted
some liquid funds from demand deposits
into interest-bearing forms of liquid savings
under the influence of the generally high
532
Federal Reserve Bulletin: May 1958OWNERSHIP OF DEMAND DEPOSITS 533
and rising levels of interest rates prevailing
throughout most of 1957. Effects of higher
interest rates on these types of liquid savings
were also evident in the reductions in
amounts of savings bonds outstanding and
in amounts held in postal savings, two types
of savings on which interest rates were not
increased during the year.
For financial businesses the decline in de-
mand deposits may reflect not only shifts in
funds but also the more economical use of
deposits induced by higher interest rates.
The substantial growth during 1957 in
demand deposit turnover at banks in finan-
cial centers, particularly New York City,
suggests that financial businesses, in the face
of higher costs for money, were endeavoring
to economize on cash balances and so were
using available balances much more actively.
Among nonfinancial businesses, corporate
demand deposit balances declined one per
cent between the 1957 and 1958 Survey
dates, while noncorporate balances rose 4
per cent; the decline for corporations may
have reflected some shift into time deposits.
Demand deposits of all nonfinancial busi-
nesses, however, showed almost no change.
This would seem to indicate that by the
end of January recession in business ac-
tivity had affected the cash balances of
these companies very little.
In view of the uneven impact of recession
on various lines of business, however, it is
probable that some businesses may have in-
creased their cash balances automatically as
payrolls declined and inventories and re-
ceivables were liquidated, while others may
have increased such balances because of un-
certainty about future developments. Other
businesses may have reduced their balances
TABLE 1
DEMAND DEPOSIT ACCOUNTS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS
JANUARY 29, 1958
































































































































































1 Increase of less than 50,000 accounts.
2 Decrease of less than 50,000 accounts.
3 Change based on revised estimate for Jan. 30, 1957. 4 Less than 50,000 accounts.
NOTE.—Corporate farming enterprises are classified as corporate
nonfinancial business. Details may not add to totals because of
rounding.
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as they completed capital expenditure pro-
grams or experienced a lower cash liquidity
as a result of operating losses.
DISTRIBUTION BY FEDERAL
RESERVE DISTRICT
Data on deposits by type of owner in each
Federal Reserve district on the recent Sur-
vey date and percentage changes from a year
earlier are shown in Table 2. Generally,
the ownership distributions are similar to
those in the 1957 Survey, and in most dis-
tricts the relative changes in ownership were
similar to the national pattern. In five Dis-
tricts—Boston, Richmond, Atlanta, Minne-
apolis, and Kansas City—total demand de-
posits of individuals, partnerships, and cor-
porations rose. The largest increase oc-
curred in the Minneapolis District, but the
increases in the Boston and Kansas City
Districts were also substantial. The largest
declines were in the New York, Philadelphia,
and Cleveland Districts.
SIZE-OF-BANK CHANGES
The decline in the total of demand de-
posits of individuals, partnerships, and cor-
porations was concentrated in the larger
banks. Demand deposits increased at banks
with deposits of less than $50 million. This
size-of-bank difference in behavior of total
demand deposits apparently reflects the fact
that three-fifths of the total decline in de-
posits occurred in accounts with balances of
$25,000 or more, most of which are held in
the larger banks. In general, on January
29, 1958 the relation of demand deposits
by ownership group to size of bank and to
size of account and the distribution of such
accounts by size within ownership groups
were similar to the patterns a year earlier.
TABLE 2
DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS, JANUARY 29, 1958
BY FEDERAL RESERVE DISTRICT AND BY TYPE OF HOLDER
Federal Reserve
district




































































































































































































1 Nonprofit organizations, trust departments of banks, and
foreigners.
2 Less than half of one per cent.
3 Change based on revised estimate for Jan. 30, 1957.
4 Less than $50 million.
NOTE.—Details may not add to totals because of rounding.
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